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FOR NAC AGENCIES 

E O 1 1652: ADS, DECLAS 3/31/74 
TAGS: EAID, EFIN 

SUB J : COST OVERRUNS OF ADB-FINANCED PROJECTS 
REF: A) MANILA 12351; B) TRSY 

1. AT NOV 15 MEETING ON ABOVE SUBJECT, BOARD OF 
DIRECTORS AGREED TO: A) PROVIDE BANK WITH STAFF 
REPORT AS WELL AS PRESIDENT'S REPORT AND RECOMMENDATION 
FOR PROPOSED SUPPLEMENTARY LOANS COVERING COST OVERRUNS; 
B) ALLOW THREE WEEKS' TIME FOLLOWING CIRCULATION OF 
DOCUMENTS FOR BOARD COMMENTS; AND C) MAKE PROCEDURE 
APPLICABLE TO THOSE SUPPLEMENTARY LOAN PROPOSALS WHERE 
COST OVERRUN IS BETWEEN WDTPPNPPP OR 10 PERCENT OF 
ORIGINAL AMOUNT (WHICHEVER IS LOWER) AND $100,000 OR 5 
PERCENT (WHICHEVER IS LOWER). 
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2 . MAN AGEMENT ALSO AGREED TO MODIFY PARA 15(C)(1) OF 
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ADB DOC R86-73 DTD 29 OCT TO 
PROVIDE FOR REAPPRAISAL OF 
PROJECT WHEN NECESSARY. 

3. SOME QUESTIONS RAISED WHETHER, AS PROPOSED IN PARA 
14(11) IN CASE OF SPECIAL FUNDS (SF) SUPPLEMENTARY LOAN, 

INTEREST RATE CHARGED ON MOST RECENT SF LOAN APPROVED 
FOR BORROWING COUNTRY PRIOR TO IMPLEMENTATION OF SF 
SUPPLEMENT SCHEME WOULD BE APPLIED OR WHETHER IT SHOULD 
BE SAME INTEREST RATE AS ON ORIGINAL LOAN. CONSENSUS 
WAS TO FOLLOW BANK’S PROPOSAL. 

PURNELL 
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